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Welcome to this edition of our newsletter!

In this issue, we begin with a series of articles that focus on Listing Rule enforcement. We aim
to share our experiences and approaches in enforcement and, more specifically, shed light on
common misconceptions about director duties as identified from disciplinary cases. Following
this, we transition to articles sharing recent observations from our daily monitoring of issuers,
including our guidance in response to an increasing trend of issuers engaging in digital asset-
related activities. We hope you will find the content informative and thought-provoking.

A snapshot on the disciplinary regime

In July 2021, we updated the Rules on our disciplinary jurisdiction and sanctions. The updates have since proven
successful by providing a spectrum of gradual sanctions allowing for a refined regulatory response to address misconduct
of different nature or severity. The main changes included:

* adding a new top-level sanction, the Director Unsuitability Statement (DUS) - this is for the most egregious or severe
cases that warrant a stronger regulatory message to the market;

e lowering the threshold for the Prejudice to Investors’ Interests Statement (PII) - a PIl no longer requires a “wilful or
persistent” failure to discharge responsibilities, but instead, only requires that an individual’s occupation of a position
as director or senior management “may cause prejudice to the interests of investors”;

¢ enhancing follow-on actions to ensure the effectiveness of the two top-level sanctions - such follow-on actions are
directed at the same time as imposition of a DUS or a PIl, such that if the implicated individual continues to be a
director or senior management member of the issuer or its subsidiaries after a stated date (generally 14 days after
publication of the disciplinary decision), the issuer will be delisted (Follow-on Action); and

¢ introducing secondary liability - sanctions can now be imposed on parties not expressly made subject to a Rule
obligation, but having knowingly participated in a breach of the Rules or, by action or omission, having caused another
party’s breach of the Rules. These parties may include (i) an issuer’s senior management (e.g. chief financial officer)
and substantial shareholder, and (ii) directors of an issuer’s subsidiaries, among others.

The four most frequently imposed sanctions after the Rule changes became effective, in descending order of severity, are
as follows:

Level of Accompanied

sanctions

with Follow-on
Action?

Description of sanctions

A public statement that, in the Exchange’s opinion, a named
director is unsuitable to occupy a position as director or within

senior management of a named issuer or any of its subsidiaries. With
N Suitability
A public statement that, in the Exchange’s opinion, the Concern

occupying of the position of director or senior management of
a named issuer or any of its subsidiaries by a named individual
may cause prejudice to the interests of investors.

A public censure of a named party. Without

Suitability
Public X Concern

Statement A public criticism of a named party.

involving
Criticism (PSIC)
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The chart below shows a breakdown of the above sanctions imposed on individuals in 2024 and the first 11 months of
2025, respectively.

mDUS mP|| mPC mPS|C
2024 20 10 29 22

Jan to Nov 2025 38 16 27 11

20 40 60 80 100
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The nature of these DUS and PII cases in 2025
can be broadly categorised as follows:

Reckless / blatant
Rule non-compliance
(8 cases)

Non-cooperation
in investigation

Problematic (18 cases)
financial
assistance /
lending
(12 cases)
Non-compliance
with Listing
Committee’s
direction
Misappropriation / (1 case)
misapplication
of funds
(15 cases)
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Reflection on experience

e Our enforcement objectives are to deter future breaches, educate the market, influence compliance culture and
attitude, and enhance corporate governance.

¢ Werarely impose a private reprimand as it lacks publicity.

¢ A DUSand aPll are invariably accompanied with a Follow-on Action, given, in these cases, there is concern about
the individual’s suitability to be a director or senior management of the relevant issuer or its subsidiaries (Suitability
Concern) - so that the individual should cease acting as such promptly to avoid concerns about the issuer’s suitability
for continued listing.

Non-exhaustive cases that could warrant a DUS or a Pll include:

- Fraud, unauthorised or irregular transactions for personal and/or related person’s benefit, or a misappropriation
of assets.

- Knowing or reckless provision or publication of materially false or misleading information in purported
compliance with the Rules.

- Serious or repeated failure to discharge duties as director or senior management, in particular where such failure
involves a lack of integrity, recklessness, gross negligence or incompetence. Examples include:

L] Dereliction of duties, or other serious or repeated failure to take adequate action to safeguard the issuer’s
interests (such as blatant or reckless disregard for duties as director).

m  Serious or repeated failure to comply, or procure the relevant issuer to comply, with the Rules including
those relating to notifiable and/or connected transactions.

L] Non-cooperation with the Exchange, or failure to comply with the Listing Committee’s direction.

¢ Where there is no Suitability Concern, a PC is the starting level unless, in the Exchange’s opinion, there are very strong
mitigating factors that justify a lower sanction of PSIC.

When imposing the above sanctions, we may also direct remedial actions to be taken within a stated period. They may
require: (i) parties to take steps for Rule compliance (e.g. disclosure); (ii) individuals to complete a stated number of
training hours on specified Listing Rule topics; and (iii) issuers to appoint an external adviser for conducting an internal
control review and enhance the weaknesses identified, or a compliance adviser for advising the issuer on Rule compliance
for a stated period.

For further reference, see our news releases on disciplinary cases and the relevant Statements of Disciplinary Action.
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Enforcement process in brief

In suspected cases of Rule breaches, we may take enforcement action. Our enforcement process follows a structured
approach to ensure fairness, transparency and efficiency. Below, we provide a snapshot of the process and a few
important reminders to parties subject to the process.

Snapshot of enforcement process

Our enforcement process can be broadly divided into these five stages:

Investigation e Undertaken by Listing Enforcement.’
e Cases are mainly sourced from the Listing Division’s daily
monitoring of issuers’ Rule compliance and other regulators’ Within 10 to
referrals (e.g. SFC). 15 months

¢ Conducted mainly through written requests for information/
documents from relevant parties and, if appropriate, meetings.

Disciplinary Action ¢ May be commenced if, Listing Enforcement considers on evidence,
a Rule breach warranting a sanction has occurred.?

e Adisciplinary report will be issued to the Listing Committee (LC)
(copied to the respondent(s)), stating the facts, evidence and
recommendation on sanctions. The respondent(s) may reply in 4 months
writing within a reasonable period.

LC hearing and decision e Primarily for LC to ask Listing Enforcement and the respondent(s)
questions directly.

e LC would issue a decision after the hearing.

Review process ¢ Respondent dissatisfied with the LC decision may request a review
by the Listing Review Committee (LRC).
e The review adopts a process like that before LC. 3 months
¢ LRC would issue a final and binding decision after the review
hearing.
Publication of sanction ¢ The Exchange publishes any public sanctions by a news release

with a Statement of Disciplinary Action.

Note: The timelines can vary and are subject to the unique circumstances and developments of each individual case.

' Listing Enforcement forms part of the Listing Regulation and Enforcement department.

2 An investigation may also be concluded by way of a regulatory letter or no further action.
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Important reminders

(1) Duty to cooperate

Parties subject to our disciplinary jurisdiction® are
expected to cooperate in Listing Enforcement’s
investigation and any related disciplinary action. Directors
must take note that their duty to cooperate will continue
even after they cease to be directors, and after delisting of
the relevant listed issuers.

A failure to cooperate is viewed as serious misconduct and
may result in the imposition of the most severe sanction
under the Rules (i.e. a Director Unsuitability Statement).*
Non-exhaustive examples of non-cooperation include:

e Lack of (timely) response to our information or
document request.

e Provision of inaccurate, incomplete or misleading
information - this may also constitute a criminal
offence under the Securities and Futures Ordinance
(SFO).

e Failure to attend a meeting requested by us.

¢ Failure to promptly update us on any change in contact
details (including address, phone number and email
etc) - this is a continuing duty for the duration of
the investigation and any related disciplinary action.
Any failure may constitute a breach of the duty to
cooperate under the Rules. The party concerned would
also risk not being alerted to any disciplinary action
which may be decided in that party’s absence.

A long-suspended issuer subject to unaddressed
allegations of irregularities is normally required to

form an independent committee to investigate the
allegations under the Exchange’s trading resumption
condition/guidance. Listing Enforcement may also
investigate similar or related issues concurrently. For the
avoidance of doubt, Listing Enforcement’s investigation
is separate and independent from the independent
committee’s investigation, which does not justify the
issuer or its directors to defer any response requested

in our investigation until completion of the independent
committee’s own investigation.

(2) Secrecy obligation

Any person contacted by Listing Enforcement in its
investigation must preserve secrecy of the investigation
and disciplinary action under section 378 of the SFO.
Failure to do so may constitute a criminal offence under
the SFO. Unless the Exchange consents or an exception
under section 378 applies, such person is strictly
prohibited from divulging or otherwise disclosing the fact
of and any information about the investigation to any
other party. When in doubt, seek professional advice.

(3) Legal representation

Any party involved in our enforcement process may obtain
legal or other professional advice. However,

e The party under investigation must strictly adhere to
the time limits set during our investigation and any
related disciplinary action. Extensions of time sought
because of a party’s failure to seek professional advice
in a timely manner are generally not granted.

¢ During a disciplinary hearing, each party is required
to appear in person and (i) make his/her own oral
submission and (ii) directly answer each question asked
by LC (or LRC). Professional advisers accompanying
the party to the hearing have no right of audience,
although they may be consulted by the party during
the hearing.

3 Parties sanctionable under the Rules include, among others, (i) an issuer, its subsidiaries, or their respective directors or senior management; (ii)
an issuer’s substantial shareholder, authorised representative or professional advisers (including their employees); and (iii) any party who gives an

undertaking to or enters into an agreement with the Exchange.

4 Failure to cooperate in the SFC’s investigation can also be considered a serious breach of the Rules and be subject to the most severe sanction under the

Rules.

X
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Settlement - An effective way to save time and costs

We welcome settlement negotiations. A party under
investigation or disciplinary action may approach Listing
Enforcement for a settlement at any stage.

Benefits

Settlement benefits both Listing Enforcement and the
party. It can save the substantial costs, time and resources
that may otherwise have to be incurred in the process.
The earlier a settlement is agreed, the greater the
potential savings.

The parties and Listing Enforcement can enter into
settlement discussions at any stage and on any terms.

A party’s admission of breaches or liabilities under the
Rules and acceptance of sanctions are duly acknowledged
in the Statement of Disciplinary Action and/or our news
release.

Guiding principles

All settlement negotiations are conducted on a
“without prejudice” basis - this means that neither
Listing Enforcement nor the parties concerned may
subsequently rely on admissions or statements made

Recent experience

during the negotiations against the other. This incentivises
parties to discuss a potential settlement freely with
Listing Enforcement without concerns that doing so may
adversely affect their cases.

The settlement terms must represent a fair overall
regulatory outcome and disposal of the matter
generally, be consistent with our regulatory objectives
and proportionate to the Rule breach. This means that
settlement may not necessarily lead to a lowering of the
level of sanction recommended by Listing Enforcement.
More specifically,

e A public sanction will unlikely be lowered to a private
sanction - a private reprimand lacks publicity and does
not meet the Exchange’s enforcement objectives.

¢ A DUS or Pll will unlikely be lowered to a public censure
- if a particular Rule breach or misconduct gives rise
to a director suitability concern, the Exchange will
not accept lowering the sanction to a public censure
because of settlement as this would not sufficiently
address the Exchange’s concerns.

Final settlement requires the LC’s approval.

In the past year, an increasing number of parties have approached us for early settlement of matters under investigation
- for the first 11 months in 2025, 38 parties (8 issuers and 30 individuals) settled with the Exchange, compared to 22
parties (3 issuers and 19 individuals) in 2024. This has greatly facilitated a quick and comprehensive resolution of the
relevant enforcement actions. This table shows a breakdown of sanctions accepted by the 38 parties for the first 11
months in 2025:

Parties

N/A
Individuals 3
Total 3

N/A 6 2
16 6
22 8

We encourage parties to propose and seek to negotiate a settlement with us, the earlier the better.

~
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Common misunderstandings of director duties

Directors are pivotal in shaping an issuer’s governance framework and strategic direction. They lead by example, setting
a strong tone from the top, and foster a robust governance culture within the issuers. Misunderstandings about director
duties can lead to significant legal, regulatory and financial repercussions. Below sets out common misunderstandings
and the facts, illustrated with the Exchange’s recent disciplinary cases® or Hong Kong court cases as reference.

1. Delegation of duties

Misunderstanding: Delegation absolves directors of their responsibilities - given a particular task or responsibility had
been delegated and the delegated personnel did not alert the directors to any issues, there was nothing the directors
could have done to prevent or detect the issuer’s Rule breach and/or loss of assets, etc.

Fact: While delegation (or division) of duties is permissible, directors retain a core non-delegable duty to exercise
reasonable skill, care and diligence in the performance of their director duties. Directors are expected to:

(a) ensure the delegation to be reasonable, particularly considering the delegated personnel’s knowledge and

capability in the subject matter; and

(b) after delegation, actively supervise the discharge of the delegated functions, by continuing to acquire and maintain
sufficient knowledge of the delegated matter and following up on anything untoward that comes to their attention.

lllustration:
On issuer’s Rule compliance:

e For anissuer conducting securities trading, the
directors should ensure regular and timely escalation
of details and developments of the trading activities
to the board for ascertaining and complying with
the Rule requirements. For this purpose, they should
(i) ensure the personnel delegated to operate the
activities to be familiar with the Rules (notably, the
notifiable transaction requirements); and (ii) put in
place adequate and specific internal controls and
procedures, particularly to prevent and detect non-
compliance.

¢ More generally, where the company secretary is
delegated the issuer’s Rule compliance matters, the
directors should take adequate action to monitor and
follow up on the relevant matters to ensure that the
company secretary will duly discharge the delegated
duties. A director failing to do so and a company
secretary failing to procure an issuer’s Rule compliance
as delegated would warrant at least public censure.®

On safeguard of issuer’s assets:

e Foranissuer with a money lending business, the
directors should minimise the chances of any
monetary or impairment loss that may arise from
borrowers’ defaults in repayment of loans and interest.

While delegating the day-to-day operation to specific
personnel, the directors should, among others,

- ensure adequate and specific internal controls and
procedures are in place, such as those relating to
(i) due diligence, (ii) assessment of credit risk and
adequacy of security (including steps to be taken to
ensure its enforceability), and (iii) reasonableness of
loan terms and extensions, etc at the time of grant
and continuously during the duration of the loan;
and

- maintain sufficient oversight of the operation
by, for example, obtaining and reviewing regular
updates (both operational and financial), and, in a
timely manner, escalate and discuss issues coming
to their attention at board meetings.

There were instances where a DUS was imposed on
directors failing to discharge such duties.’

Likewise, where the operation of any joint venture held
by the issuer is delegated to a joint venture partner,
the directors remain obliged to take an active interest
and give adequate oversight over the joint venture’s
business and affairs. Excessive reliance on the joint
venture partner might create an environment fostering
irregularities and, in turn, result in a loss of the joint
venture’s assets. The Hong Kong court has made
director disqualification orders against directors failing
to meet such obligations.®

° Past disciplinary decisions do not serve as binding precedents. Each case is determined on its facts and circumstances. The general approach to the
imposition of sanctions may also evolve over time for policy or other reasons or considering regulatory environment.

6 Exchange’s news release dated 11 November 2025.

7 Exchange’s news release dated 8 October 2025.

8 Exchange’s news release dated 26 May 2021 and Court of First Instance Judgment dated 27 January 2025 [2025] HKCFI 466.
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On red-flag handling: Others

e There were cases where had the directors taken e Each director must exercise his/her independent
prompt and adequate action in response to red judgment as to whether the transactions requiring
flags of irregularities, the issuers could have avoided his/her approvals were in the issuer’s interests and
(or stopped further) giving unauthorised or other compliant with the Rules. A director simply relying on
irregular financial assistance; making misstatements prior approval of another director or a management
in financial statements or other publications; or acting member and rubber-stamping the approval is clearly
in circumvention of the Rules and/or internal controls. derelict of duties, and could warrant a DUS.™®

Once becoming aware of red flags, the directors should
promptly escalate the matter to the board of directors
which, in turn, is expected to, in a timely manner:

- make adequate enquiries to ascertain the facts, and
not to accept suspected culprits’ representations at
face value without verification;

- take action to prevent occurrence or recurrence of
the irregularities (e.g. call board meetings to devise
course of action and/or seek professional advice).
Simply instructing the suspected culprits not to
repeat the irregularities, without taking pro-active
steps to stop their recurrence (e.g. revoking their
authority to do the same) is clearly inadequate; and

- investigate how theirregularities had occurred,
review any deficiencies in the issuer’s risk
management and internal controls, and remedy the
same.

This view is endorsed by the Hong Kong court.®

2. Reliance on professional advice

Misunderstanding: Directors had acted on a professional adviser’s advice and therefore cannot be blamed.

Fact: Reliance on professional advice must be reasonable. Directors must make their own judgment on its reliability
and sufficiency (such as the scope of engagement and the adviser’s expertise, competence and resources to perform
the engagement) and, before acting on it, exercise appropriate scepticism and common sense and make appropriate
enquiries.

lllustration:

Directors were sanctioned™ for unquestioningly relying The directors were found to have failed their director

on a land valuation by a professional valuer and adopting duties as they did not (i) make proper enquiries with

it in the issuer’s financial statements, despite noticing the valuer (e.g. on the assumptions, methodology, and

the land value having purportedly increased seven-fold comparables adopted) to justify the substantial increase;
within six months only. The increase turned out to be and/or (ii) consult the issuer’s auditor or other professional
unsubstantiated and, hence, the financial statements advisers on the reasonableness of the substantial increase
were materially incorrect, inaccurate and misleading. before publishing the financial statements.

9 Court of First Instance Judgment dated 7 May 2020 [2020] HKCFI 675.

'°Exchange’s news release dated 10 September 2024.

"Exchange’s news release dated 8 July 2024.
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3. Commercial interests vis-a-vis Rule compliance
Misunderstanding: Where commercial interests intersect with regulatory compliance, directors have sought to justify a
deviation from Rule compliance based on commercial rationale.

Fact: Commercial reasons do not override the obligation to comply with the Rules, which are designed to maintain an
orderly, informed and fair securities market and protect shareholders and other public investors in general. Blatant or
reckless disregard for Rule compliance warrants the most severe sanctions under the Rules.

Illustration:

Director suitability concerns have arisen where:

e Adirector procured the issuer to execute a very ¢ Imminent funding needs were considered insufficient
substantial disposal without complying with the to justify a director to procure the issuer’s disposal of
Rules. His action was unjustified, despite his insistence assets without complying with the Rules.”

on commercial interests in favour of the disposal,
including an alleged minimisation of the issuer’s
sanction risk exposure in Russia, and a 30% premium
over the disposal target’s fair value.””

4. Roles of independent non-executive directors (INEDs) on internal controls

Misunderstanding: To disclaim liability for irregularities, some INEDs argued that they (i) were not privy to the irregular
acts and even the issuer’s actual operation; and (ii) were entitled to rely on management to operate or monitor the
operation of the existing internal controls and procedures. In the case of management override of internal controls, it was
also argued that the irregularities would have been unavoidable even if the internal controls had been adequate.

Fact: Directors (executive and non-executive) have the same duties of skill, care and diligence and fiduciary duties,
and must take an active interest in the issuer’s business operations and affairs. INEDs are often members of the audit
committee (which the Rules require to be chaired by an INED) that has primary responsibility for monitoring and
ensuring that the management establishes and maintains adequate and effective internal control systems.

Illustration:

e INEDs (also the audit committee members) were « [INEDs were considered to have failed to ensure
considered to have failed the duty to establish adequate internal controls to be in place before or
and maintain effective internal controls over the when the issuer commenced a newly acquired money
transactions and arrangements made by the issuer’s lending business. The mere existence of a general
chief operating officer and financial controller, who internal control policy was insufficient to demonstrate
were given immense power over the group’s operations the INEDs’ proper discharge of their director duties,
and funds (including provision of loans and advances particularly given the policy was deficient.
without directors’ approval or knowledge). Nor did the The management’s substantial prior experience in
INEDs procure the chief operating officer and financial money lending did not absolve the INEDs of the duty
controller to receive regular and adequate training to exercise independent judgment and oversight on
on the Rules. This resulted in the issuer incurring a the board’s conduct.”

significant impairment loss of the loans given.™

2Exchange’s new release dated 15 September 2025.

3 Exchange’s news release dated 6 March 2025.
4 Exchange’s Statement of Disciplinary Action dated 13 May 2020 and Court of First Instance Judgment dated 7 May 2020 [2020] HKCFI 675.
s Exchange’s news release dated 4 December 2023 and Court of First Instance Judgment dated 27 November 2023 [2023] HKCFI 2932.
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No re-appointment of directors removed by

shareholders’ votes

Directors play a critical role in corporate governance, and
any appointment must strictly comply with the company’s
constitutional documents and applicable laws. Under
common practice, the power to appoint directors rests
primarily with shareholders, while boards may appoint
additional directors or fill casual vacancies if permitted

by the constitutional documents. This ensures that
shareholders, as ultimate owners, retain control over who
manages the company.

We have observed cases where, following a director’s
appointment being voted down at a general meeting,
the board of directors of the listed issuer re-appointed

the same individual shortly thereafter. Such action raised
serious concerns about whether such re-appointment,
made contrary to validly passed resolutions, complied
with the constitutional documents and relevant
regulations.

We remind listed issuers that shareholder resolutions are
binding. Respecting these decisions is fundamental to
transparency, accountability, and trust in governance. Any
deliberate disregard of shareholder votes, or failure to
rectify improper re-appointments, may call into question
whether directors involved have failed to discharge their
fiduciary duties.

=
!“ IFIIINNY



Listing Regulation and Enforcement Newsletter

Issue 13 | November 2025

Company secretary as gatekeeper of good

corporate governance

The company secretary is an important executive of an issuer with a wide range of functions.'® Such functions go
beyond administration: they entail duties and responsibilities personal to the named company secretary requiring his/
her personal judgment and regulatory knowledge. The company secretary is also directly accountable to the board and
stakeholders, including for ensuring Listing Rule compliance and promoting high corporate governance standards.

Recently, the Exchange has identified cases where it is questionable whether the relevant individuals appointed as

company secretary can properly fulfil this important role.

Situation 1: Multiple appointments

According to guidelines of The Hong Kong Chartered
Governance Institute (HKCGI), it is recommended

that individuals should take on no more than six
contemporaneous appointments as named company
secretary for listed issuers to ensure they remain able
to properly discharge their expected regulatory duties.”
During the year, the Exchange noted that, at one point,
more than 500 issuers engaged a group of 48 company
secretaries, each acting for multiple issuers ranging from
seven appointments to more than 40 appointments in
one case.

Not only that it is contrary to the guidelines by HKCGI,
questions may also arise as to whether these company
secretaries can devote sufficient time to equip themselves
with day-to-day knowledge of the affairs to each of these
appointments’®. Given the role of company secretary is
personal in nature, the fact that certain administrative
functions can be delegated does not mean personal
accountability can also be delegated.

In the aforesaid situation, the Exchange urges issuers and
candidates to consider (among other things):

« for candidates, whether they (i) can personally devote
sufficient time to take on a further appointment as
company secretary, and (ii) have disclosed in writing
full details of all appointments to all concerned
listed issuers; and

o forissuers, whether a candidate with multiple
company secretary appointments remains capable of
properly discharging his/her role.

Situation 2: Responsibilities cannot be
limited by contract

Company secretaries are required’ to possess professional
qualifications or experience that indicates their familiarity
with the Rules.

In practice, many listed issuers appoint management
members that have served in related roles for some time
and are familiar with the issuer’s business and affairs as
company secretary. Where the management member
does not possess the qualifications or relevant experience
required under the Rules, the issuer would engage an
external qualified person to assist. In this situation, the
Exchange may, case by case, grant a waiver allowing a
company secretary without the requisite qualifications to
be appointed subject to an arrangement that a properly
qualified person is appointed as a joint company secretary.

In arecent case where such a waiver had been granted,
the individual appointed as joint company secretary based
on his/her requisite qualifications and expertise had in
fact contracted out of the responsibility for Listing Rule
compliance in the service contract with the issuer. When
certain Rule breaches were observed, that joint company
secretary, who had remained passive throughout the
appointment, denied responsibility based on the contract-
out arrangements.

Please note that:

¢ Anindividual appointed as a named company secretary
will always remain personally responsible for
discharging his/her duties as company secretary under
the Rules regardless of any service agreement with the
issuer.

e Itis not acceptable for issuers to waive or limit the
responsibilities of a company secretary under the
Rules by contractual arrangements.

6 Paragraph C.6 of Appendix C1 to the MB Rules / GEM Rules. In addition, our Corporate Governance Guide for Boards and Directors sets out a non-

exhaustive list of functions we expect from a company secretary.

7See the Company Secretary Appointment Guidelines for HKICS Members - Good Practice as to the Number of Appointments as ‘Named’ Company

Secretaries of Hong Kong Listed Issuers published by The Hong Kong Chartered Governance Institute in March 2018 (paragraph 7).

'8 Paragraph C.6.1 of Appendix C1 to the MB Rules / GEM Rules.

MB Rule 3.28 / GEM Rule 5.14 requires that an issuer must appoint as its company secretary an individual who, by virtue of his academic or professional
qualifications or relevant experience, is, in our opinion, capable of discharging the functions of company secretary. Notes to this Rule set out examples

of what professional qualifications and relevant experience are.

X
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Guidance for issuers navigating opportunities in the

digital asset landscape

Recently, we have noted an increasing trend of listed issuers engaging in digital assets-related activities ranging from
cryptocurrency investments, stablecoin issuance to tokenisation, and the creation of blockchain-based platforms.

As these transactions can involve different transaction structures, it is essential for listed issuers to carefully assess the
implications, and ensure compliance, of applicable requirements under the Listing Rules and related regulations including

accounting treatment.

In August 2025, the Securities and Futures Commission and the Hong Kong Monetary Authority issued a joint statement?°
and reminded investors to stay cautious regarding the abrupt market movements linked to the stablecoin concept.
Further, market participants were reminded to exercise responsibility in public communications, and refrain from making
statements that could mislead investors or create unrealistic expectations. To this end, we encourage listed issuers
engaging in digital assets-related activities to provide clear and balanced disclosure to help investors understand the

implications of the activities and supports market integrity.

Guidance on recommended disclosure

As a general principle, disclosure must be accurate,
complete, and not misleading at all times?, and in
describing digital assets-related activities, listed issuers
are expected to explain how the activities are in the
interests of the issuers and the shareholders by:

e detailing the structure of the digital asset-related
activities and how they integrate into their business
operation with information as to key milestones and
expected completion date;

e identifying material risks (regulatory, volatility,
liquidity, security) and the related mitigation measures;
and

* highlighting the management expertise required as
well as the necessary internal controls in place, for
example, system(s) to detect fraud and misconduct
together with security or custody arrangement(s).

Importantly, listed issuers are reminded to make concise
disclosure to accurately reflect the structure, use plain
language and avoid the overuse of buzzwords. Issuers
should avoid making voluntary announcements relating
to potential plan on digital assets-related activities,
especially when the transaction is at a preliminary or
conceptual stage and devoid of details.

Reminders on other continuing obligations

In addition to the aforesaid disclosure guidance, we also
set out some reminders on the continuing obligations of
various types of digital assets-related activities we have
observed thus far:

¢ Investments in digital assets: whether for treasury
management or other purposes, listed issuers must
ensure they comply with the Rule requirements??
for any material acquisitions or disposals of
cryptocurrencies or tokenised assets;

¢ Tokenisation and distribution: where listed issuers
distribute tokenised assets to shareholders, as with any
shareholders distribution, issuers must ensure that all
shareholders are treated fairly and equally?® and offer
cash alternatives as appropriate where accessibility
and liquidity of realising tokenised assets may be
limited; and

e Fundraising for cryptocurrencies acquisitions: where
equity fund-raising is involved for the purpose to fund
any cryptocurrencies acquisition, the objective and
intended use of the cryptocurrencies to be acquired
should be clearly stated. Listed issuers should also
keep the market informed on their use of proceeds as
well as the relevant cryptocurrencies in subsequent
annual reports?*.

This reminder reflects common issues identified from
recent observations and is not meant to be an exhaustive
list of directors’ obligations or responsibilities in these
circumstances. We will continue to closely monitor the
development involving digital assets and provide further
guidance as and when appropriate. Issuers who are
considering related activities are welcomed to consult the
Exchange for guidance where necessary.

0See Joint statement by the SFC and the HKMA on stablecoin-related market movements published on 14 August 2025.

21MB Rule 2.13 / GEM Rule 17.56.

22Chapter 14 of the MB Rules / Chapter 19 of the GEM Rules.
2MB Rule 2.03 / GEM Rule 2.06.

%paragraph 11 of Appendix D2 to MB Rules / GEM Rule 18.32.
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https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-announcements/news/corporate-news/doc?refNo=25PR123#:~:text=The%20Securities%20and%20Futures%20Commission%20%28SFC%29%20and%20the,abrupt%20market%20movements%20linked%20to%20the%20stablecoin%20concept.
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Publications

We have recently published or revised the following guidance materials:

e Launch of an introductory webpage for the HKEX Issuer Access Platform (25 July 2025) to provide an overview
and guidance materials on the upcoming launch of the HKEX Issuer Access Platform, as a one-stop platform
for issuer compliance.

¢ Updates of Guide on General Meetings, revised FAQ10 and revised FAQ16 (31 July 2025) to provide guidance
on further expansion of the paperless listing regime.

We have also recently published:

e Conclusions and further consultation paper on Proposals to Optimise IPO Price Discovery and Open Market
Requirements (1 August 2025) to optimise IPO price discovery and open market requirements and further
seek market feedback on ongoing public float proposals and revised guidance materials to reflect Rule
amendments.

We welcome your feedback.
Please send your thoughts and comments to
listingnewsletter@hkex.com.hk

Hong Kong Exchanges and Clearing Limited
8/F, Two Exchange Square, 8 Connaught Place, Central, Hong Kong
info@hkex.com.hk (t) +852 2522 1122 | (f) +852 2295 3106 hkexgroup.com | hkex.com.hk
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